
Scenario 1 Inputs: Local Market Share Constant at 98.64%

Data Value Source Line

Venzoo - New Jersev residential lines, Year 1 4,342,831 VenzOll - New Jersev residential access lines, (2000 ARMIS Report 43-08, Table III •
C titor residential lines, Year 1 59,660 Com tilar residential lines Declaration of Dennis M. Bone, Attactlment 101 . b
Total residential lines in Verizon· New Jerse territo • Year 1 4,402 511 , o+b
Verizon - New Jersey residential market share in Verizon - New
Jersev territorv, Year 1 98.64% d - a I c
Annual Growth in Venzoo - New Jersey residential market share in
Verizon - New Jersev termorv 0.00% ,

Average annual growth in residential access lines in NJ (1996-2000 ARMIS Report 43.Q8: Table
Annualorowth in residential lines in Verizon - New Jersev territorv 3.86% tin f

Percentaae of households with additional lines 28.90% FCC, lndustrv AAalvsls Division, Trends in Teleohooe service, Auoust 2001, Table 8.4. 0

Local residential inward movement 17% U.S Census Bureau American Housin Survey for the United States in 1999 Table 2.9. h

Percentage of inward residential customer orders where customers
Based uoon Vertzoo· New York's end of vear 1000 distance market share 120%\. i ::: 1.2-fj·k)llhacceot ILEC lono distance service on the initial contact 82.35%

Primary Interexctlanae Carrier (PIC) chanae rate
News Release, J.D. Powers and Associates Reports: Sprint and Snet Top Performers in

30% Residential Lana Distance Customer Satisfaction, July 29, 1999.
Conservative estimate for year 1. In future years, the ILEC's share of PIC changes is its share of

Percentane of PIC channe aoinn to ILEC, Year 1 2D% Verizon • New Jersey's share of the lona distance market k
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Scenario 2 Results: local Market Share Decreases by 3% Each Year

Year 1 Year 2 Year3 Year4 Year 5 Une

Verizon - New Jersey local market share in Verizon - New Jersey territory, BOY 98.64% 95.64% 92.64% 89.64% 86.64% 1= t"'1

Verizon - New Jersey long distance market share in Verizon - New Jersey territory, BOY 0% 19.60% 32.27% 44.19% 55.38% m = yI"')

Residential lines in Verizon - New Jersey territory (induding competitive) 4,402,511 4,572,441 4,748,94' 4,932,25 5,122,639 n =n(1-II.,

Verizon - New Jersey residential lines 4,342,831 4,373,291 4,399,632 4,421,490 4,43e,48( 0= I·n

Residential households in Verizon - New Jersey territory (including competitive) 3,415,447 3,547,283 3,684,208 3,826,419 3,974,118 P = n/(1+g)

Verizon - New Jersey residential households 3,369,147 3,392,778 3,413,213 3,430,170 3,443,351 q = 0/(1+g)

Verizon - New Jersey inward residential customer orders, mid year 564,046 567,727 570,851 573,372 575,236 r = h·((I+z)/2)"p

Inward residential customer orders where customers accept ILEC long distance service on
the initial contact. 464,508 467,540 470,113 472,188 473,724 s = j"r

"PIC change" residential customers switching to ILEC 204,927 208,583 356,674 507,282 660,281 t = j"m"p

Verizon - New Jersey long distance customers 669,435 676,122 826,787 979,470 1,134,004 u =s+t

Verizon - New Jersey long distance customers net of current year PIC changes 669,435 475,292 483,369 491,042 498,263 v=U-(W'"'I.j)

Verizon - New Jersey long distance customers (cumUlative) 669,435 1,144,727 1,628,096 2,119,137 2,617,401 w=v+v,f"')

Verizon - New Jersey residential access lines with Verizon - New Jersey long distance 862,902 1,475,553 2,098,615 2,731,568 3,373,829 x=w"(1+g) + lot')

Verizon - New Jersey long distance market share in Verizon - New Jersey territory, EOV 19.60% 32.27% 44.19% 55.38% 65.86% Y >1n

Verizon - New Jersev local market share in Verizon - New Jersev territorv, EOV 95.64% 92.64% 89.64% 86.64% 83.64% z - I + e



Scenario 2 Inputs : Local Market Share Decreases by 3% Each Year

Data Value Source Line

Verizon - New Jersev residential lines, Year 1 4342,831 Verizon· New JerslW residential access lines. /2000 ARMIS Reoort 43-08, Table UI a
Competitor residential lines, Year 1 59,680 Competitor residential lines Declaration of Dennis M. Bone, Attachment 101 b
Total residential lines in Verizon· New Jerse temto - Year 1 4,402,511 , a+ b

eozon - ew ,Jersey resloentla marl\el s are In eozon - I'lew
Jersey territory, Year 1 98.64% d - al c
Annual Growth in Verizon - New Jersey residential market share in
Verizon - New Jersev territorY ·3.00,". e

Average annual growth in residential access lines in NJ (1996-2000 ARMIS Report 43-08: Table
Annual Qrowth in residential lines in Verizon - New Jerse terrilory 3.86% III) f

Percentaae of households with additional lines 28.90% FCC, Industry Analvsls Division Trends in Teleohone Service, Auaust 2001 Table 8.4. 0

Local residential inward movement 17% U.S Census Bureau, American Housin Survey tar the United States in 1999, Table 2.9. h

Percentage of inward residential customer orders where customers
Based uClon Verizon· New York's end ot year long distance market share (20%).accept ILEC lono distance service on the initial contact 82.35% ; ~ (2-(f·klllh

PrimarY Interexchanoe Carrier (PIC) chance rate
News Release, J.D. Powers and Associates Reports: Sprint and Snet Top Perto!1Tl6rs in

30% Residential Lonll Distance Customer Satisfaction Julv 29, 1999. f

Conservative estimate tor year 1. In future years, the ILEC's share of PIC changes is Its share
Percentarle of PIC channe noinll to ILEC Year 1 20% ot Verlzon - New Jersev's share of the lona distance market. k
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Scenario 3 Results: Local Market Share Decreases by 10% in Year 1, 5% In each of Years 2 through 5

Year 1 Year 2 Year 3 Year 4 Year 5 Line

Venzon - New Jersey local market share in Venzon - New Jersey territory, BOY 98.64% 88.64% 83.64% 78.64% 73.64% 1= Z(l" 1

Venzon • New Jersey long distance market share in Verizon - New Jersey territory, BOY 0% 19.11% 30.67% 41.24% 50.82% m=y!"'J

Residential lines in Venzon - New Jersey territory (including competitive) 4,402,511 4,572,'4E 4,748,944 4,932,254 5,122,639 n ",d'-11*j

Verizon - New Jersey residential lines 4,342,831 4,053,216 3,972,227 3,878,942 3,772,537 0= I*n

Residential households in Venzon - New Jersey territory (including competitive) 3,415,447 3,547,283 3,684,208 3,826,419 3,974,118 P = n/{1+g)

Venzon· New Jersey residential households 3,369,147 3,144,468 3,081,634 3,009,264 2,926,716 q = 0/(1+g)

Verizon· New Jersey inward residential customer orders, mid year 543,724 519,484 508,220 495,313 480,652 r = h*(I+z)/2)*p

tnward residential customer orders where customers accept ILEG long distance service on
the initial contact. 447,773 427,810 418,534 407,905 396,831 s = i*r

·PIC change' residential customers switching to ILEC 204,927 203,368 339,020 473,353 605,929 t = tm*p

Verizon - New Jersey long distance customers 652,699 631,178 757,554 881,257 1,001,760 u = s+t

Verizon • New Jersey long distance customers net of current year PIC changes 652,699 435,368 431,134 425,497 418,350 v=U_(wl"'J'j)

Vanzon - New Jersey fong distance customers (cumulative) 652,699 1,088,068 1,519,202 1,944,698 2,363,049 W=V+W("')

Venzon - New Jersey residential access lines with Venzon - New Jersey long distance 841,329 1,402,519 1,958,251 2,506,716 3,045,970 x=w'(1 +g) + Xll.1)

Venzon - New Jersey long distance market share in Venzon - New Jersey territory, EOY 19.11% 30.67% 41.24% 50.82% 59.46VD Y - xln

Vanzon - New Jersey local market share in Verizon terntorv, EOY 88.64% 83.64IJD 78.64% 73.64% 68.64VD z -I + e
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BPU opens hearings
on Verizon expansion
Request for long-distance service at stake
By MARTHA McKAY
Staff Wmer

Local phone giant Vemon should
not be allowed to sell long distance in
New Jersey, at least not yet.

That was the message delivered by
8 cborus of Verizon critics to state
regulators Monday during the first of
eight day'S of scheduled hearings.

The three commissioners of the
Boan:! of Public Utilities also hean:!
Verizon's argument that it should be
allowed into the state's $4,5 billion
long-distance market.

The regulawrs must examine that
argu.menL and those of Verizon's rio
vals. and make 8 recommendation to
the Federal Communications Com
mission. wruch Mll rule on the mat·
ter.

Approving the company's request
would give !S'ew Jersey consumers
one more long-distance company to
choose from. But there is more at
stake.

The regulators' review and decision
are part of an overall plan begun five
years ago to unravel the local tele
phone monopoly enjoyed by Vemon,
which owns the c:opper wires leading
to the majority of New Jersey's
homes and amall businesses.

Under the rules of the 1996 federal
telecommunications act, if Veman
proves its network of copper wires is
available to c:ompetitors who wish to
lease parts of it and sell local phone
service, Verizon will be allowed into
New Jersey's long-distance market.

Rivals argued Monday that Veri
zan hasn't opened its networks to
c:ompetitors. Of the state's 4_3 million
residential phone lines in New Jersey,
only about 60,000, or 1.4 percent, are
served by c:ompanles other than Veri
zan, said AT&T attornev Frederick
Pappalan:!o. -

"The state of local c:ompetition is

See BPU Page l·S
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BPU: Hearings begin on Verizon's bid
From Page l-S

not good - it'a diomAI," he told the
BI'U_

Carl Gieay, Worldcom'& regional
dire<'tor of pohlic policy, Mid "Veri
lun mmt open ita msrketB to irrevo·
cable Ineal competition hefore it is
permitted to gtt into the long-dio
lance market."

And Hlo88om Peretz, the titate's
IlatepAyer Advocate, BAid ohe would
welcome Verizon into the long-dis
lance market, hut nol now.

"Un(llrtunat.ely. the time is not
ripe now because wmpetition does
not yet esisl in the local telephone
market. Consumel"8 do not have af
fordable chuice - in fael, they do not
have any choice for their basic local

telephone RervlCe," she said.
After the opening Rtat.ements oul

side the meeting, Veriwn New JerAey
President Denni8 nflne argued that
under the pce ndes, his company is
not obliged to show thal rivals hove
gained market share, father thal Vet
izon has eRlnhlished prncedures thot
allow rivro8 to enter the lucal morket
if they wioh.

Morket share "is not the test," Mid
/lone, adding thAt the FCC lAW re
qllire~ Venzon to demonstrate that
"there io nothing thAl olande in lhe
way of market cumpEtition,"

For example, teflLB done by an in·
dependent third pArty to determine if
Verizon is able lo connect its comput
erA to rjv8!~' systems to trAnsfer Cl18

tumer information have been flaw-

leAA, Vtrizon's general counBel Bruce
D. Cohen ..id.

The teol ..ault. will "confinn whAl
ou~ witne8..qeft will be di8C'Ussing over
the netl several dnys: Venzon New
JerlleY hao gone tr> greal lengtho And
expended enormous 8ums to make its
network availAble to ita compelilorR
in the manner preocribed by lew."

But othe.. countered lhAt the teot.
are not 8 substitute for real oper
aliono and thAt regulato.. ahould
Keep Veriznn nul of the long-dia
lance mArkel unlil All the kinka are
worked out.

In .ddition, Verizon crilice urged
regul.to.. to t.ke intAi Aecount the
residential market share Venzon en
JOYA.

Peretz aaid the BPU muot conoid..
whether giving Verizon • thumbA-up
(,1 enter the long-diolance mArkel i.
in "the public interest." No cumpeti.
tinn, And no market share by rivAI8, is
nol in the public intereet, !'erelz ..id.

She And olhe.. argue thAt if Veri
Ion io Allnwed to mArket long dio
tonce La All of it.lncal cuou,me.. he
fore other compAni.. get into the
mArket, it would creAte an IInregulat
ed monopoly.

Verilon haA argiJed thAt riVAl com
panie. con enter the mArket when
.ver they wi.h, And Ilone llIIid Mon
day that when Verilon WAO grlUlted
penni88ion to ..II long diotance in
New York, rival componieo jumped
into the loco! market, grohhing mar
ket .hare and aaving con.ume.. mon
ey.

The Veri Ion competitoro .Ay
there'A Another key i88ue keeping
them on the oideline - the whole..le
reteo, eel hy the B!'U, lhAt Veri",n
chArge. rivalo I1lle.aa pe"" nf itA lo
CAl phone network, Verilnn RAy. th.
current rate8 8re fair; the rivn18 Argue
the reteo are tlHl high, giving r.tlm
peliluNl nn finAnciAl incentive lo en
ter the IncAI mArket.

The BI'U i. expected t" Inke up
the i.oue IIf the whol...le rALeo
Thuredsy.

Staff Wrller Mlrtha McKay's e-m.1I ad
dress Is mckey@northjersey_com
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MONEY
COVER STORY
As dot-<oms and telecoms crash, the rallout lands on Main Street
And1l::w Backove!

06125n.ool
USA Today
FINAL
Page B.ot
(Copyright 2001)'

Tom Rissi was thrilled to move into his first horne, a new $150,000 townhouse in Brighton,
Colo., in March.

But when he moved in, something was missing: a phone line. The local phonc company, Tess
Corrununications, was about to go bankrupt, lcaving dOUDS of homes in Ute new subdivision
and mo~ Ihan 100 homes stalCwidc without phone service.

Qwest Corrununications is serving stranded customers. but jt could be months befo~
everyone is hooked up.

Rissi, meanwhile, piles up charges on his ceUphooc and pays for a S9.95-a-month Internet
account he cannot use. ~We·vc fallen lhrough the cracks,· says Rissi, 36, a maintenance
supervisor for a property finn. ~I feel like selling my home_ But how do I ... without a
phonc'.'~

The crack Rissi has fallen into has claimed tens of thousands of victims. As hundreds of
telccom and Internet companies fold ~ go bankrupt - vlctifTlS of their owo ovuc::wbennt
expansion - the economic fallout is spreading from the stock tnatKet to the comer store.

Banks. bondholders and hig fums, such as telecommwtiatuons - equipment maker Nortd
Networks. an:: on the hook for bitlions. But people like Rissi and mom-and-pop creditors an::
losing big, too. 1llcy·U be lucky to squeeze pennies on the dollar out of the banlcJuptcy
proceedings, and some arc coping by cutting jobs, spreading the pain to the: USA's kitchen
tables. Wit ruos through the economy: says Jack Partain. bankruptcy partner at Fulbright &
Jaworski in San Antonio. ~II ranges from the mom and pop with the copy shop ... to the
advertising firm owed a large debt All the owners and employees have homes. cars and
mortgages."

The aflCrmath is worsened by the fact that expeclations were so high. Firms were so caught
up in the Internet euphoria of the past few years that large and small ooes extended huge
amounts of credil to technology players. "1lJere was an impression that these were mega
companies with IOns of money ... and there was 00 risk. 1bey were awash in (venture
capital) money and (people thought) the boom was never going to eod." says Roger Schwartz.
bankruptcy attorney with Sidley Austin Brown & Wood in New York.

The boom did end. The telecom industry is buricd under more than S600 billion in debt
about 20% of which could be in trouble. analySts say_ Some economic e ..perts say lhe te!ecom
implosion could tum inlO the biggest one-industry meltdown since the sa\'iogs-and- loan
dcbacle oflhc early 1990s. The troubles in tech and telecom mighl not takc dowo the
economy. but they could slow a recovery, economists say

Bankruptcies provc point

One need look no further than bankruptcy courts for evidence. Nearly 50% of the 47 public
telecom companies that filed for bankruptcy sillce 1990 did so in the past 18 months,
BankrupteyData.com says. 1be past year has produced seven of the 10 largest public telc:com
hankruptcies since 1990. Hundreds of smaller firms have gone bankrupt or closcd. At the
same time, at least 493 Intewct companies have folded in the pasl 18 months, says
Wcbrncrgers.com

Once companies gel to hankruptcy court, lenders with secwed loans. such as banks, generally
have fus! dibs. Beneath them are priorilY c~diIOrs, such as taxing authorities and employees
with unpaid wages. Then come creditors, such as office suppliers and florists. Shareholders
an:: at the bottom

Tony Martin of Dallas knows he is low on the chain. He says he nevcr reaived a S250 rebate
for a computer modem, as promised, when he signed up last June for high-speed Intcrnct
service from NorthPoint Communications Group. About IOO,()(X} customers we~ cut off
when NorthPoinl folded in March. less than 3 months after it filed for Otapter II bankruptcy
protection. Martin, who had swilched to a different provider by then, doeso't ·cxpect a dime.~

He filed a claim against NorthPoint to make a point.

"If everybody does nothing and says, 'Oh well, Ijust got screwed again: we'll continue to be
taken advantage of, ~ Martin. 32. says_ ~People Iikc me waiting for $200 to $300 apiece, that
adds up.-

Tdecom and Internet bankruptcies offer slim pickings compared with other kinds of
companies. Electronics makcrs. for example, might gct c10:>c to 100% of dIe value ofTVs and
SlCreos, bankruptcy cxperts say. Finns with real estate assets also tcnd (0 provide more to
creditors, depending on d\C market

With dot<om and telecom firms, dlC prospects are dinuner. mtemet companics have link 10
liquidare beyond office equipment and "intellectual propertyW that anchored money-losing
business plans. Telecom firms have phone lines. rcal estale and oetworks. But buyers can
command fire-sale prices because of a glut of equipment from a slew of bankruptcies .
Modems that cost hundreds of dollars new now fetch less than $20 on online auction sitc
eBay. And dIe slowing economy has pared the list of polential buyers

10 fact, creditors are fmding that entire companies are almost worthless. GovWorks, a start-up

~"p:"n,.tll'P <lin' ~-tJ;nIOJtnt.,.",Mo~~.W"e_ST_STORY&GJAN""'02._:u~...,_~.V.I<"y&06"'A"EdM'SO'·119].012 'MUHOAN;
uSATP, "60021 '&bnd;"g_ '01111" 2&S..«h'._""''''''''"''''iQn.......................''''•.,.v ..... v....U'HONU... '3& TOTALHlTSo<:ZOO
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that helped govenunc:nts accept online payments from citizens. had assets of $8 million and
<!coo ofS40 million when it filed for bankrup(Cy in January. [ts attorney, Wal~rBenzija.
says~ company. now called PublicdatasYSlems, was lucky 10 sell its tnrnsaction-processing
business for $ 1_5 million.

Teus-based ConneclSouth Communications. a high-speed I.nlemct seller, filed for
bankruptcy in March with $35 million in debts and less than $ 10 million in assets_ It raised
less than $2 million selling office cquipmcnL It will try to sell~ estate leases. But anomey
Eric Taube says even big creditors., such as banks, will Rtake it in the shorts,R Smaller player:;
have less hope. ilJere's nothing there: Taube ~ys.

No question, big creditors are feding the pain

NOlteI Networks is tAking a $300 million chMge for bad debts 10 lelecom customers and assel
wri&=-downs in the S('.Cond quarta. It will have cut 30.000 jobs by years end. l..ucent
TechnologiesrePQCted a $671 million, or 55%, incn:ase in fiscal SCCODd-quarter sales costs.
mostly because ofbad debts (rom banknlpI Winstar Communications. 1be tech and tckcom
industries an:: so coonected, they'V(: poisooed each other. One of GovWodts' creditor.; was
~Iecom start-up Teligent. which is,also seeking 01aptu II protection and cut sao jobs in
May. Tdigent is attempting to reOfganize and is still serving customers.

Blindsidcd by troubles

In addition to the fums that sold k:Ch players high..feCh nuts and boilS, there are thousands of
suffering creditors who don't work with bits and bytes. .

Houslon ad agency The McInnemeylMillspaugh Group was blindsided by lrOUbles al
ConncctSouth, which hired the finn to buy $945,000 in ads with 81 newspapers and ladio
stations in 33 ntarkets_ ~ConnectSouth had a credit report that was glowing, ~ says Bob
Mc1nnemey, president of the ad agency.

But. he says, ConneclSouth didn't pay in December, Not only did the agency lose $140.000
in commissions., but some o( the media outlets an:: threatening to sue the ad agency while
others are lliring collection agencies. Meanwhile, Mclnnemey's company RO looger does
business with. tclecom films unless they can pay cash. And he's had to cut two of the finn's
six employees because of lost revenue_

ROur me has been a nightmare for the past 6 months,~ Mdnncmey says_ -Our good name,
our good crediL nas been damaged_ One single lawsuit will put us under."

Rock l..ake, which operates four Bear Rock Cafe stores in North Carolina. has given up on
$ 1,000 in bills from KOl , a North Carolina fum thai helped create online communities. Bear
Rockcalered about 1210 15 lunches for KOZ. ROW bankrupt. last year. "'ThaI additional
SI,OOO could have paid some bills.~ sayS Rock Lake executive Otarlie Galloway. With a
$50,000 monthly payroll and banks to pay, Galloway says he might have to hold off on
paying some bills

Finns that were doing business with a lot of online companies are especially squeezed. Online
marketer Ik Free lost more than 70 lntemet-related customers during the fir.;t 3 month.s of
this year. 1be lost customers account for aboul9% of Be Free's S5A million in flr.it-quarter
sales. A few months ago. Boston-based Be Free cut 20% of its 300 employees

RA lot of lhese dot-(;oms were lotally inesponsible in how lhey spent their money," Be Free
CEO Gordon Hoffstein says, ilJey used money like rocket fuel.- LJke a lot of burned
suppliers, Hoffstein says he's sending his sales force after more established companies

Office refreshment seller Classic Coffee Systems of Valley Stream. N. Y.• says it is owed
aboul $10,000 from failed tech companies, RWe have been getting burned considerJ.bly with
the dot-(;om cr.Qe.· says CEQ John Malilio_ -Everyone just got caught up in: This is peaL
Look how much business we are getting.' R

The fallout is magniflC':d in regiOfls where the tech boom was the biggest. such as California's
Bay Area, which is already reeling from high energy prices. But other areas arc taking hits,
too, such as New York City's "Silicon AlleyR and tech-rich Austin. Texas.

"Being a Manhattan-basedcornpany. we were really in the middle of it." Malizio says. ·We
were getting phone calls from d(l(-(;oms all the time. They went from having 20 people 10 200
people 3 months latn And all of a sudden. it stopped. R

Tech analysts expccl the slowdown 10 continue into late 2002. perhaps 2003, resulting in
dozens. if not hundreds. of more Internet shutdowns. Dell Computer CEO Michael Dell said
Thursday that he expects more dot-eoms to collapse before the computer-technology sector
stabilizes

In telecom. bad debts are expected to continue (0 mount as an oversupply of network capacity
and the slowing economy take their tol!. PricewalemouseCoopers, in a report issued
Thursday. said it thinks the rate of ba,nkruptcy filings in some lelecom sector:;, including
mobile wireless, will signifICantly increase in coming months

Some losses are nOi measured in dollars. bUI in frustrdtion. Former Tess Corrununications'
customer Rosie Schaa. 47, who lives in Mead. Colo.. went without a phone for a month after
$he closed on her new tbree-bedroom home in April

She fretted about leaving her 88-year-old mother, who lives with her, without a phone And a
cellphone was too complicated for her mom. But Schaa had no choice. She had to go 10 work
llw.t was very diffICult, ~ says Schaa, an accountant

Her story is not lost on Tess ChiefOper.lting Officer Jim Cook. who watched his own
dreaill5 crumble when his finn filed for bankruptcy.

Almost l,lXXl Tess customers in Ariwna and Colorado arc being switched to QwesL the
dominant phone company. Some received service right away or within weeks. Others could
wait months. 1bc damage could have been worse: Tess had conu-dCts for 38,000 homes ·We
ioconvenienced them. and we apologizc.~Cook says

TEXT WITHIN GRAPHICS BEGINS HERE

Rapid expansion takes its loll
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Bankruptcies among Inl.emet service providers and l.elecommunicalions companies have
jumped during the past 18 months:

Public ,,=Iecom finns filing for bankruptcy

19930200115

Ten largest companies (I) filing for bankruptcy prote{:(ion in 2001:

(assets in millions)

Winn.. COfmlunlCbt'O.~,

PS1 .... t ~4,492.J

Vatel S2.124.0
Tdi~nt. $1,209.~

c ••pit" eo..~ic.t:ion"

$o:...t 'hl.-.nl,cat:j......
IIotthFoint: C_nic.Bt:ion~

_Link Wlal... SHI
_&need ~io Telecom,.th.... t T.~ti__

I - Publicly lr.I.ded companies

Dot-com shutdowns

$941.2
$6)0.0

SH9.2,
$396.1

$296.0

Shutdowns by month since January 2(0).

JanuM)' 2000 I May 200 I 54

Note: Shutdown dale (or 2 dot-<:oms Unknowil

GRAPHlC. Color, Adrienne Lewis, USA TODA Y, Source: Bankruptcy Week (BAR GRAPH);
GRAPHIC, BIW, Adrienne Lewis, USA TODA Y, Source: Webrnergtts.com: PHOTO, Color,
Ernie Leyba for USA TODAY; Caption: No phones: Since moving in March, Tom Rissi, (ront,
and many of his feJlow residents of Jasmine Estal.es in Brighton, Colo., have no phone service.
1be phone company that took the bid from the developers went banknJpt.
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Artid~ J 0/100
Covad Bankroptcy Law;t In Series For DSL Wholesalers
By Dinah Wisenberg Brin

08107nool
Dow Jones News Service
(Copyright~ ~I, Dow Jones & Company. Inc.)

PHILADELPHIA -(Dow Joncs)- Covad Communic.a.tions Group Inc. (COVD) 011 Tuesday
became the Ialest in a string ofhigh-spced Internet data line providers to announce
bankroptcy plans.

" c.,.."ination of th~ dot-COIn b ..... t. a sl"""inq -=nomy iOnd whiOt
critics doo_ to be poor busi .... u iOnd te<:hnoloqy decisions rocked Covad
iOnd two bankrupt p"en -- all oonohuhrs ot diqiul sl.lbcscriber
1i ....s. CoviOd ..xpeCU t.o ...... rq.. trOll' ~tcy in iO t .." DOntln,
iOltnouqh s""'" obs.. rV<!!rs qu..stio....d its ct>..onc.. s tor surviviOl.

Covad. which sells DSL 10 Internet service providers and telecommunications companies, said
it will rue a pee-negotiated Olapter II bankrotpcy plan by mid-August Covad., whidl
competes with region.al Baby Bells, said it expectS to become debt-free by January.

Last week, another DSL wholesaler, Rhythms NetConnections Inc. (RTHMQ) wellt into
Olapter II. agreeing to a IO-day window 10 try to obtain more fmancing before put its assets
up for auction. D5L wholesaler NonhPoint Communications Corp. (NPf'ITQ) went bankrupt
eaTlier this year, then AT&T Corp. m purchased its assets.

Otarles Pluckhahn. group head of telecommunie.atioos research at Stephens Inc., said Covad,
Rhyduns and NorthPoint brought on !heir own problems

""They used technology that was expensive to deploy and tricky to operate. lbcy made the
wrong choices.and they should have known bett.cr. Everything that happened to them is their
own fault, HPluckhahn said, ~It always helps in this business. in the telecommunications
business, to deploy technology that works,"

Besides using the wrong type of DSL IAXhnology, the companies fumbled by offerin~ dala
services only, Pluckhalm said. CLECs. the telecorrununications companies thatcompcte with
the Baby Bells, must provide voice as well as data.. he said

Venture capitalists who funded the three big DSL wholesalers should have done bener due
diligence. and would have had the market not been in the midst of an mlemet bubble. the
analyst said

"In normal times there would·ve been many more tough questions asked from the gel-go
about these people,· Pluckhahn said. He never had higher than a neutr.i1 rdtin~ on Rhythms
and NonhPoinl before dropping coverdge, and didn·1 cover Covad

HI would be surprised ifCovad were able to Slay in business as an independenl emity,"
Pluckhahn said. questioning the company's ability to r.lise the $200 million cash the company
says it nee,js to r.lls.c to become cash-l1ow positive by late 2003.

Pluckhahn covers DSL .nelme. (DSLN), which provides DSL -based data servic.:s to
businesses. and rdtes it at neutrdl. Although iI's not a wholesaler like Covad. Rythyms and
NorthPoint, D5L .net also has a data-only model, ~and they face the same performance issues
that the other guys faced: he said

Pluckhahn pointed to two CLECs thaI he ~s as clear winners. Allegiance Tcle<::om Inc
(ALGXj and Oloice One Communications loc. (CWO!'.') both offer voice and dala, and
employ good technology. he said

Network Access Solutions Corp. (NASC), a data-only company. sells DSL wholesale. bul
primarily offers its services 10 businesses. acording to analyst Vik Grover of Kaufman Bros.
who said investors have unfairly Hoblileraled" both NetworK Access and DSL .net slock
through "guilt by association.~

HI think both of these companies. (NetworK Access) and DSL .oct, will make il through the
meltdown,· Grover said, but "it's obviously a tough sell." He expects 10 see some mergers in
the sector

Kaufman Bros. analyst Grover has a buy rating on DSL .OCl, which he said has reldtivcly little
debt He no longer covers Network Access, which focuses its business in the territory service
by former Baby Bell Verizon Communications (VZ).

Covad, NonhPoinl and Rhythms. as DSL wholesalers. had flawed business models. Grover
said, ilIey positioned themselves terribly." he said. using an unproven and COSIly leclmology
and losing business whell their ISP customers ran into trouble

But while Rhythms and NonhPoim have fallen by the wayside. Grover saw Covad·s Otapter
II announcement Tuesday as a positive sign that the company is trying 10 free itself of debt
and salvage value for common shareholders

Crosby Haffner. chairman and chief eXlXutive ofZyan Conununications. a bankrupt private
DSL retailer. said Covad's bankroptcy announcement was expected. He. too, saw it as a
good sign. OlaplCr 11 Hwill allow them to sel aside a large portion of their debt while they
aU~mpt to rebuild their business plan.HHaffner said

"' think a lot of people arc hoping that Covad will survive" because it's the last national DSL
provider competing with the Baby Bells, Haffner said, describing DSL .oct, Network Access
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and two other companies as regional players

Covad closed Tuesday up 6 cents.. or 11.79%. at 56 cents. on volume of 11.9<X> shares

-By Dinah wiunboc9 Bdn. ()oo,; Jo"". """,.",ic., •. 2l~-~~6-92~~;

dinah .bcin@dovjon""cOIO-
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JAN 10 2002 13:32 FR Ri=lTEPAYER ADVOCATE 973 648 2193 TO 912029556460 P.I1I2/02

K.JII4-- I
AT&T Communications ofNJ, L.P.

Docket No. 01090541
Discovery Requests Propounded by VNJ

Witness: AT&T Communications ofNJ, L.P.

3. Ifyour answer to interrogatory nwnber 1 is "yes," please provide the

nwnber of residential access lines in New Jersey for which you are providing telephone

exchange service (as defined in section 3(47)(A) ofthe 1996 Act).

RESPONSE:

Subject to and without waiving the objections set forth above, AT&T responds that it is
not providing residential local service in New Jersey.

5



:!AI-I i~ ~ i~,!':i ("l'l. l'l.A"~~R AnuocAT~ 9'7"3. b4Q 219"3. TO 912029556463 P.eJ2/13

"rlf-D
" In the Matter of the Consultative Report on the Application of Verizon-New Jeney,

Inc. for FCC AuthorizatioD to Prol'ide In-Region, InterLATA Service in New Jeney

,r-.. Docket No. TOOI090541
From Verizon New Jersey .
Witness: WorldCom, Inc.

.,........

.-.

VNJ-CLEC-3

Respouse:

Uyour answer to Interrogatory Dumber 1 is "yes," please
provide the number ofresidendal access lines in New Jersey
for which you are providing telephone exchange semce (as
defined in section 3(47)(A) ofilie 1996 Ad).

WorldCom objects to this interrogatory on the grounds that it is
irrelevant, requests competitively sensitive infonnation and is not
calculated to lead to the discovery ofadmissible evidence. Subject
to, and without waiving this objection, WorldCom statts that it
only provides local exchange service only to business customers in
New Jersey.



JAN 10 2002 12:52 FR RATEPAYER ADVOCATE 973 648 2193 TO 912029556460 P.03/13

Confidential and Proprietary Information
,,'''-'''' for RCN Telecom Services, Inc.

Disclosure made pursullDt to terms of
Protective Agreement

Question 1. Are you currently providing telephone exchange service in New Jersey (as defined
in section 3(47)(A) ofthe 1996 Act)?

Answer Yes, resale service only.

Question 2. Ifyour answer to the previous interrogatory is "yes," please provide the total
number ofaccess lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) of the 1996 Act).

Answer 1631.8

Question 3. If your answer to interrogatory number 1 is "yes," please provide the number of
residential access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) ofthe 1996 Act).

Answer 1631.

t"""'. Question 4. Ifyour answer to interrogatory number I is "yes." please provide the number of
business access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) ofthe 1996 Act).

Answer O.

Question S. Have you requested any NXX Codes in New Jersey?

Answer Yes.

Question 6. Ifyour answer to the previous interrogatory is "yes," how many NXX Codes have
been assigned to you?

Answer Three codes were assigned to ReN, and all three were returned.

8 Data which RCN deems proprietary are replaced by asterisks in the public version of
this response. Such data are being supplied to Verizon and to the BPU staff.

.'-".
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COYAD COMMUNICATIONs COMPANY'S RESPONSES
TO VERIZON NEW JERSEY, INCo'S FIRST SET OF

INTERROGATORIES

P.\1l4/13

1. Are you cunently providi,ng telephone exchange service in New Jersey (as

defined in section 3(47)(A) ofthe 1996 Act)?

.--'

.--.

Response: No.
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JAN ilO :<M:< i:<:5:< FR RATEPAYER ADlJOCATE 973 648 2193 1D 912029SS64bQ\

COYAD COMMUNICATIONs COMPANY'S RESPONSES
TO VERIZON NEW JERSEY, INCo'S FIRST SET OF

INTERROGATORIES

5. Have you requested any NXX Codes in New Jersey?

Response: No.

P.0S/13



Cablevtsion Lightpath - NJ, Inc. Response
Docket No. TOOI090541

Venzon-NJ Interrogatory # 3

REQUEST:

RESPONSE:

.If your answer to intenogatol}' number 1 is "yes," please provide
the number ofresidential access lines in New Jersey for which you
are providing telephone exchange service (as defined in section
3(47)(A) ofthe 1996 Act).

None.
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